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The History of Public Accountability on Interstate Equalization Payments
in Germany from 1950 to the Present:
The Standard Law of Calculation Method since 2005
Hideo Nakai, Hirofumi Ito, and Shin Saito
In "German co-operative federalism", both the federal and the state governments share their 
responsibilities in the federal fiscal system.  Under the co-operative federalism, state governments 
participate in the interstate equalization payments as "indirect marginal accountability" while they also 
cooperate with the federal government, which maintains the uniformity of living conditions as "full 
accountability" of the social state.  We report the historical development of the calculation methods 
used for interstate equalization payments in Federal Republic of Germany.  This paper is divided into 
three main sections.  The first section introduces the transitional periods of the interstate equalization 
payments in Federal Republic of Germany since 1950.  The second section describes the reform of 
the interstate equalization payments as a result of German unification.  The last section discusses 
the role of the standard law (Maßstäbegesetz) of 2005 in contributing the reduction of the federal 
supplementary grants for poor states as well as that of a tax burden for rich states.  Furthermore, 
we study the standard law in order to evaluate how much it recovered the disparity of tax revenue 
between the rich states and poor states in FRG.
JEL: H73, H77, N44, P51
Keywords: standard law, co-operative federalism, interstate equalization payments, indirect marginal 
accountability, full accountability
